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“We’re this far away,” Speaker Newt Gingrich (R-Ga.) says of the votes 
needed for the House to pass the Republicans’ tax cut legislation. 


provisions, including the tax credit 
and a reduction in the capital gains 
tax. But influential moderates, in- 
cluding Finance Committee Chair- 
man Bob Packwood (R-Ore.) and 
Budget Committee Chairman Pete 
V. Domenici (R-N.M.), are opposed 
to a major tax cut. 

President Clinton, in offering his 
assessment of the first 100 days of 
the new Congress, said the Republi- 
cans got off to a “good start” but 
criticized the tax bill. Without 
threatening a veto, the president 
said, “I do not believe that its wise to 
have a tax cut of this magnitude . . . 
with the deficit we’ve got.” 

The Republicans overcame criti- 
cism from Democrats and some 
GOP moderates that the tax cut 
should be placed on a back burner 
while Congress focuses its full atten- 
tion on balancing the budget. They 
also dismissed as political posturing 
Democratic charges that the tax leg- 
islation has been heavily tilted in fa- 
vor of wealthier Americans, while 
the offsetting spending cuts would 
largely hurt lower-income families. 

Rep. Sam Gibbons (D-Fla.), rank- 
ing Democrat on the Ways and 
Means Committee, warned that “it’s 
the wrong time to be cutting tax- 
es — we ought to be cutting the defi- 
cit and it’s the wrong way of cutting 
taxes if we have to cut them.” 

Rep. Charles W. Stenholm (D- 
Tex.) predicted that the cuts would 
add to the deficit despite GOP assur- 
ances they will be be fully paid for. 
“What we have here today is not the 
crown jewel but fool’s gold.” 

At one time. House leaders had 
hoped for an overwhelming vote for 
their tax plan, to increase pressure on 
the Senate to go along. But the out- 
come was in doubt until early yester- 




CLOSE-UP ON REPUBLICAN TAX PLAN 


TAX CUT HIGHLIGHTS 

$189.9 billion over five years 

►INDIVIDUALS AND FAMILIES 

*A $500 tax credit for each 
child younger than 18 in 
families with adjusted gross 
incomes of $200,000 or less. 

* A tax credit of up to $145 for 
two-earner couples who file 
joint returns to reduce the 
“marriage penalty.” 

■ A nondeductible contribution of 
up to $2,000 for individuals 
(up to $4,000 for married 
couples) annually to an 
account, similar to an IRA, with 
distributions that could be used 
with favorable tax treatment for 
retirement, first-time home 
purchases, and educational 
and medical expenses. 

■ An income tax credit (up to 
$5,000) for qualified expenses 
paid for child adoptions. 

►OLDER AMERICANS 

« Currently, up to 85 percent of 
Social Security benefits are 
taxable for senior citizens with 
taxable incomes over $34,000 
(singles) or $44,000 (couples). 
That taxable portion of benefits 


would fall over five years to the 
previous level of 50 percent. 

►CAPITALGAINS 

» Individuals would get a 
50 percent reductuon in the rate 
at which capital gains are taxed; 
gains would be indexed to 
eliminate tax paid on value due 
to inflation; and homeowners 
who sell their homes at a loss 
could get a deduction. 

■ Corporations would pay a top 
capital gains tax rate of 25 
percent, down from;35 
percent. 

►SELF-EMPLOYED 

« Greater deduction of expenses 
arising from a home office. 

►BUSINESSES 

■ Eligible for “neutral cost 
recovery,” an increase in 
depreciation deductions; 
elimination of corporate 
alternative minimum tax by 
2001; and small businesses 
would be able to deduct 
$35,000 of property in year of 
purchase, up from $17,000. 


OFFSETTING SPENDING CUTS 

$277.8 billion over five years, 

according to the Congressional Budget Office 


Part of the cost would be borne by federal employees, who would be 
required to increase by 2.5 percent of salary the share paid toward 
their retirement. 


Reductions over 5 years 

.. IN BILLIONS 


Discretionary spending reductions. 

Welfare overhaul 

Interest savings 

Federal retirement savings 

Medicare savings . . ...... . 

FCC auctions of airwaves 

Uranium enrichment privatization 


.$ 176.8 
. ... 62.1 
.. 10.9 

10.5 

.. . 10.5 

2.0 

1.5 


Subtotal: Spending cuts $277.8 

Revenue loss from tax relief - 189.9 


Difference, applied to deficit reduction. 


.$87.9 


day, when House Speaker Newt Gin- 
grich (R-Ga.) overcame a rebellion by 
nearly two dozen Republicans that 
threatened to block a final vote. 

Some of the dissidents, including 
Agriculture Committee Chairman 
Pat Roberts (R-Kan.) and freshman 
Rep. Greg Ganske (R-Iowa), com- 
plained that the tax credit was over- 
ly generous and should not go to 
families making as much as 
$200,000 a year. Others, like Rep. 
Constance ,A. Morelia (R-Md.) and 
Frank R. Wolf (R-Va.), who repre- 
sent large numbers of federal work- 
ers, strongly opposed the proposed 
increase in employees’ pension con- 
tributions. 

House leaders Yefused to bow to 
any of the demands, except for one 
sought by a third group of moderate 
Republicans linking the effective date 
of the tax cuts to passage of a seven- 
year plan for balancing the budget. By 
a vote of 228 to 204, the House ap- - 
proved a rule clearing the way for a fi- 
nal vote late in the day. Eleven Repub- 
licans voted against the rule, but their 
protest was neutralized by nine con- 
servative Democrats who broke ranks 
to vote with the majority. 

Despite the critical victory, Gin- 
grich acknowledged that there had 
been numerous “glitches” in the lead- 
ership’s response to GOP complaints 
about the package — especially the re- 
sponse to more than 100 members 
who signed a letter seeking to restrict 
the $500-per-child tax credit to fami- 
lies making up to $95,000 a year, in- 
stead of the $200,000 ceiling in the \ 
bill. 

Fearing that another such rebellion 
could torpedo passage of the Republi- 
cans’ budget later this year, Gingrich 
sought to placate the moderates by 
creating an internal task force to en- 
sure that all factions have a say in 
shaping the budget. 

Rep. Christopher Shays (Conn.), a 1 
moderate Republican who reluctantly 
supported the rule, said Gingrich 
“knew he blew it” in his handling of 
the complaints. “He knows that if we 
don’t get our act together, the budget 
will fail big time,” Shays said. 

The daylong debate underscored 
the sharp differences over budgetary 
policy and the need for a radical re- 
vamping of the government. Republi- 
cans characterized the tax cuts as long 






CHANGES IN TAXES 


A Treasury Department analysis of the effect of the Republican tax cuts 
reflects the Clinton administration’s view that wealthy people benefit 
the most, while the Joint Committee on Taxation, now controlled by 
Republicans, foresees the biggest breaks for the middle class. 

Change in taxes 

income Treasury Congress 

Less than $10,000 
$10,000-20,000 
$20,000-30,000 
$30,000-50,000 
$50,000-75,000 
$75,000-100,000 
$100,000-200,000 
$200,000 or more 

SOURCE: House Ways and Means Committee staff. House Budget Committee, Congressional 
Budget Office, Joint Committee on Taxation, Treasury Department 
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20 Cross Party Lines in Voting on Tax-Cut Rule 

Eleven Republicans and nine 
Democrats crossed party lines 
in voting on the rule on tax-cut 
legislation, which passed 228 to 
204: 

Republicans who voted 
against the rule: 

Bilbray (Calif.), Horn (Calif.), 

LaHood (111.), Ganske (Iowa), 

Ehrlich (Md.), Morelia (Md.), 


Bereuter (Neb.), Roukema 
(NJ.), Davis (Va.), Wolf (Va.), 
Gunderson (Wis.). 

Democrats who voted for the 
rule: 

Bevill (Ala.), Cramer (Ala.), 
Deal (Ga.), Hayes (La.), Tauzin 
(La.), Parker (Miss.), Traficant 
(Ohio), Geren (Tex.), Laughlin 
(Tex.). 
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overdue relief for middle income fami- 
lies and corporate America, and as a 
critical lever in weaning government 
off ever-expanding tax revenue. 

House Budget Committee Chair- 
man John R. Kasich (Ohio) declared 
that the American people “want this 
federal government downsized, they 
want it reduced in scope, they want it 
reduced in power, and they want their 
money given back to them so that 
they can begin to solve problems 
where they live.” 

But Rep. Martin 0. Sabo (Minn.), 
ranking Budget Committee Democrat, 
and scores of his colleagues ham- 
mered away at the package as a sop to 
the wealthy and powerful at the ex- 
pense of the poor. “We have heard a 
lot from Republican leaders that they 
are renewing American civilization,” 
Sabo said. “I think this is the opposite 
of renewal, representing the worst in 
American society, not the best.” 

Nearly 52 percent of the overall 
benefit of the GOP package would go 
to individuals and families making 
more than $100,000 a year, according 
to the Treasury Department Ameri- 
cans with incomes above $200,000 a 
year would receive a 10 percent tax 
reduction, by far the biggest break for 
any income group. 

However, Republicans cite an anal- 
ysis by the congressional Joint Com- 
mittee on Taxation showing that un- 
der the GOP plan, the overall federal 
tax burden of Americans earning 
more than $100,000 would rise slight- 
ly by the turn of the century. 



